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The value of animals and products actually approach the value of grains 
and feeds exports by the end of the period: The value of meat 
exports-beef, pork, and broilers-will' nearty double in ten years. In fact, 
m~at exports will account for more than half of the total $22 billion 
incr~ase in the. value of agricultural exports. This increase in animal 
exports hefps domestic feeding because more than 20 mmt are. fed to 
exported animals by' 2005 compared with 9 mmt in 1996 
By 1999, U.S. pork exports are projected to surpass those 9f the European 
Union, making the United Stafes the world's largest net exporter of pork. 
Additionally, in ten years the United States will be exporting almost as 
much beef as Australia, the country that presently dominates the market. 
Simply put, tlie world will be demanding much more meat over the mid, 
term; and the United States is in a good position to supply that meat. The.se 
projections are contained in a recent analysis by FAPRI (Food and 
Agricultural Policy Research Institute) at Iowa State University. 
. . 
The optimism for C~gricultural exports stems primarily from new market 
access opportunities derived from trade agreements and from the 
remarkably positive macro·economic s.ituation in developing countries in 
general, bur especially in Asia and Latin America. Several large, emerging 
markets are demonstrating, strength and stability in income growth. This is 
·fundamentally a much different international macroeconomic situation than 
The optimism for agricultural exports s.tems primarily we had in the 1970s 
and 1980s. 
The strong export demand outlook bodes well for U.S. farm prices and 
net farm income over the long run. After modest near-term weakening, 
.corn and soybean prices show continuous increases. This general 
optimism is, however, tempered by cencerns about much greater 
commodity price volati li ty in the future, given the cu.rrent market and 
policy environment. With steady growth in demand and supply, 
agr1cultural commodity prices will b~come more and more responsive 
to weather induced yield shocks; and price variability will remain high. 
• 
Direct feed-grain exports, led by corn. are projected to increase by 30 
million metriC tons over the period to more than 80 million metric .tons 
in 2005. The growth in feed-grain demand is also derived from 
increases in international meat consumption and production. The 
United States. continues to indirectly export corn in the form of meat, 
with the teed-grain e:~tport equi.valents of meat experts growing by 
approximately 12 million metric tons. Together. direct and indirect 
exports of corn.increase by 42 million metric tons. 
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The combined ·effect of I) demand growth in large, emerging markets; 2) 
additional market access .brought about through trade agreements; 3) large 
reductions in government-funded carry-over stocks. and; 4) increasing 
variability in production implies strength in average farm prices and 
income; However, this combined effect also implies conti'nued price 
fluctuations. 
The FAPRI analysis indicates that in the ilex.t decade, barring a 
funi:lamental change in world weather variability or in stockholding 
behavi_or, price instability will be above the levels experiences over the past 
decade .. + 
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market. U.S. soybeans will have a season average 
price of $6.85 per bushel in 1996-97; then deClines 
to $5.80 per bushel in 1999-2000and rises to $6.52 
by the end of the-period. • 
I 
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(For more information on the 1997 agricultural 
outlook, see our web site at 
www.ag.iastate.edu/fapri. 
CARD~APRIANALYSES 
Tbe1mpact of EEP Removal on U.S. 
Wheat 
Samarendu Mohanty. (51 5-294-6296) 
and FAPRJIJSU Staff 
The Export Enhancement Progr-am (EEP) was 
initiated under the Food Security Act of 1985. The 
purpose 9f the program was to offset the adverse 
effects on U.S. exports due to unfair trade practices 
or subsid'ies by competing exporters and also to 
support U ,S. prices. Supply restricti.ons, price 
supports, and export subsidies together have caused 
U.S. wheat prices to be above world prices over the 
past decade. 
Figure 1: EEP W1eat Expenclture {1985'86 to 1995'96) 
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Since its inception; EEP has played a major role in 
exports of many agricultural' commodities, 
partic;ularJy wheat, which has accounted for 80 
percent of the value of all EEP-asslsted sales. Over 
the period !985/86 to 1995/96 more than 5.5 
billipn dollars w·ere spent on wl)eat EEP sales. 
Figure I shows the distribution of expenditures 
over the ten-year period·. During the past decade, 
EEP has been applied to an average of 50 to 70 
percent of U.S. wheat exports. 
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Eliminating EEP - A Scenario 
With the current higher world prices, EEP may have a 
relatively smaller impact on the quantity of wheat exported 
and on farm, Gulf, and importer prices. A recent 
FAPRI/ISU study m~asured the impacts of elimination of 
Export Enhancement Program (EEP) on U.S. wheat exports 
and prices over the coming ten-year period. 
A baseline projection was developed for the years 1996/97 
to 2005/06 using FAPRI commodity models (see FAPR/ 
1997 Agricultural Projections in this issue). The impacts of 
EEP were then determined by running the al ternate (No 
EEP) scenario in which the EEP effects on importers and 
exporters are re moved. The difference between the two 
scenarios provided the impacts of EEP. 
F()T our baseline projections, maximum EEP expenditures 
are constrained by the 1996 FAIR ActlimiL<;; but minimum 
EEP expenditures depend on EU export restitutions. For the 
European Union, the level of export restitution depends on 
the difference between world price and the EU domestic 
price. If domestic price is above the world price level, then 
EU subsidizes, which in turn causes the United States to 
subsidi1-e its exports through EEP. On the other hand, if 
world price is higher than EU domestic price, then the 
European Union need not provide export restitution and, 
subsequently, EEP subsidy is reduced. 
Results 
In the baseline projection, average per-unit EEP subsidy is 
prOJected to be around $14 per ton for 1997/98 to 1999/00. 
But after 1999/00, average per-unit subsidy is reduced to $10 
per ton and subsequently reduced to $5 per ton by 2003/04 
and zero by 2004. Correspondingly, U.S. EEP wheat 
expenditures are estimated to be $ 13 1 million in 1997/98, 
increasing to $145 million by 2000/0 I, and declining to $0 
for 2004/05. The reduction of EEP subsidy is linked to EU 
restitution: i.e. after 2000/0 I, worltl wheat price exceeds ·the 
EU domestic price, e nabling EU to export without any 
subsidy, and U.S. EEP subsidy phases out. 
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Some of the important analytical results from the baseline 
and no-EEP scenario are summarized below. The results 
indicate that elimination of EEP decreases U.S. wheat 
exports by I to 5 percent (4 to 5.6 million bushels) over the 
projection period (Figure 2). Thus, the export additionality, 
calculated as a ratio of change in exports due to EEP and 
quantity of wheat exported through EEP, ranges from I 0 to 
15 percent during the period I 997/98 to 2003/04 (Figure 3). 
Rgure 3: O:xrrnercial Displacement and Mlitionality due to EEP 
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In other words, commercial displacement du.e to EEP is 
estimated to be 85 to 90 percent. Although the size of the 
EEP varies over the baseline period, the estimated 
percentage of adclitionality remained relatively stable at I 0 to 
15 percent. 
Rgure 4: U.S. Wleat Fann Price 
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The decline in world wheat trade due to elimination of EEP 
even further diminishes the impacts of EEP on U.S. share of 
world wheat trade. Shure changes range from a 0.12% to a 
1.35% decline. Similarly, average wheat farm price 
decreases by $ 0.05 to $0. I 5 per bushel (Figure 4 ). The 
results suggest that removal of EEP during the projection 
( cominued 0 11. page 8) 
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period may not increase the price paid by importers to the 
extent that there would be a significant negative impact on 
U.S. wheat qports. 
In summary, the elimination ofEEP is likely to marginally 
reduce U.S. wheat exports and expand competitors' market 
shares. The additionality of the program is projt:eted to be I 0 
to 15 percentover the projection period. Thus the. 
displ.acement of commercial exports ranges from 85 to 90 
percent. The results also suggest that the ability of the EEP to 
expand U.S. exports Is somewhat limited, mainly due to 
domestic policies of major wheat importers and exporters that 
insulate their prices from world price fluctuations. 
(For niore detai.led information see CARD Briefing Paper 97-
BP 15).+ 
The Potential Market for U.S. Pork Variety 
Meats in China 
Dermot Hayes (515-294-6185) 
Roxanne Cle1nens (51 5-294-884~) 
Chinese consumers view products such as loins and 
tenderloins. as uninteresting and lacking in taste. Chinese 
dishes call for small pieces of st•·ong-tasti ng products, and 
Chinese consumers will pay accordingly. 
Duri.ng a May 1996 visit, Dermot Hayes collected the prices 
shown in Table I for pork and pork variety meats at Chinese 
wet markets. and wholesale markets. (The prices are presented 
both.in U.S. dollars per pound and as the ratio of the meat or 
variety meat price to the loin price in order to avoid errors due 
to currency valuation.) 
The direct price comparison shown in Lfie table is somewhat 
S\!Spect because of production subsidies in China, questions 
about the exchange rate. and the. various locations from which 
the prices were collected. The price ratios are, however, an 
accurate measure of the taste differences that exist between 
Chinese and U.S. consumers. For example, pork stomach sells 
at a· 50 percent premium to loins in China. w.hereas stomach 
sells at 40 percent of the loin price in the United States. Lungs 
sell at only 2 percent of the loin price in the United States but 
at 20 percent of tbe loin price in China. 
The reason these ratios are so different is that, unti I recently. 
China has protected its variety meat market. Discussions 
between Hayes and numerous individuals along the Chjnese 
pork chain indicate that Chi nese restrictLons on pork variety 
meat imports are currently under review. One reason for this 
review is that the market pri'ce differences shown in the table 
( cominued on page 9) 
Iowa Cash Receipts 
Crops 
Livestock 
Total 
1996 1995 
(Mi/lioR Dollars) 
7,364 5.,891 
5 ;385 5,068 
12,749 10,959 
Average Farm Prices Reqeived 
by Iowa Farmers 
Corn 
Soybeans 
Oats 
Alfalfa 
All Hay 
Steers & Heifers 
Feeder Calves 
Cows 
Barrows & Gilts 
Sows 
Sheep. 
Lambs 
Turkeys 
• 
Eggs 
All Milk 
March 
1997 
2.65 
7.85 
2.03 
118.00 
11o~oo 
68.40 
72.70 
40.90 
51.40 
45,90 
34.50 
100.00 
Feb. 
1997 
($/Bushel) 
2.56 
7.30 
2.06 
($/Ton) 
119.00 
112.00 
($/Cwt.) 
64.70 
69.10 
37:30 
55.80 
48.60 
35.00 
96.10 
($/Lb.) 
0.45 0.4(3 
.($/Dozen) 
0.535 0.570 
($/Cwt.) 
12.90 12.80 
World Stocks-to-Use Ratios 
Corn 
Soybeans 
Wheat 
1996-97 
Feb. 
Projection 
10.94 
5.84 
20.94 
Crop Year 
1995-96 
Feb. 
Estimate 
(Percent) 
5.00 
7.84 
15.79 
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1994 
5,034 
5,105 
10,140 
March 
1996 
3.33 
6.87 
2.16 
89.00 
84.00 
61.70 
55.90 
31.70 
50.50 
36.90 
33.00 
73.20 
0.45 
0.622 
13.20 
1994/95 
16.57 
13.79 
20.48 
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